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JI;4Y 29, '1,971.-Co9mmtted to the Committee of the Whole House on the State
-'.t, : ,: ; ,, .' ', of.the Union and ordered to be printed

· Mr. STAGGERS, from the Committee on Interstate and Foreign
Commerce, submitted the following

if; : :.' : 1 , 'i, ' - :

,..:., ?: .REPORT

r , ;'':-: ! ' ., '[T' accompany H-.R. 704S]

, The Comniittee on Interstate and Foreign Commerce, to whom was
referred. the.bill (H.R. 7048) to amend the Communications Act of.
1934i ans ameided, to establisli a Federal-State joint board to recom-
niendinuli.fornm procedures for determining what part of the propelty.
anddi expenses of. communication common carriers shall be considered,
agiused in .inlrstate or foreign communication toll service, :and whati
part of such property and expenses.shall be considered as used in in-,
tristate: and exchange: service; and for other purposes, having con-:
sidered, the same, report. favorably. thereon without amendment and.
recommend that the bill do pass. .

r:4J':;4. f :,,... ¥ ,:l ,:~ ."1*, .. ..- ,: .',I, PunrosE'

iTh0e:purpose of this bill is, to provide for 'a Federal-State joint
board to (1) recommend '.uniiorm procedures to .the'Federal Com-.-
munications. Commission (FCC) for determining what part of the:
property'and expenses.of: communications common carriers shall be
considered as used in interstate or foreign communication service, and
what part: of such-'property: ahd expenses shall be considered as used
in intrastate and exchange services; and (2). recommend decisio.ns to;
the FCC relating toicommon carrier communications of joint Federal.:
State concern.; .: :i,'i .: '· .

;~ ;;;· BACKGROUND AND NEED ;

, In the United, States today there'are over 120.5 million telephones.'
Of these,.approximat~ely,.72 percent are classified as residential tele-
phones and, the remaining 28 percent are .classified as business
telephones., ,: .';

, These telephones comprise a nationally interconnected system which
transmits approximately 169 billion calls a year.
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Dominant in this national telephone network is the American Tele-
phone and Telegraph Company and its 25 associated companies which
comprise the Bell System..This System is concentrated primarily in
metropolitan areas and has approximately 100 million telephones, a
gross plant investment of over 56 billion dollars, and annual revenues
of approximately,17.4 billion dollars.

Tie'.remainider of tle .telephone service in the Nation is provided
by 1,843 independent, or non-Bell, companies which have 20.7 million
telephones, a gross plant investment of almost 12.5 billion dollars and
annual revenues of 2.9 billion dollars.

Regulatory jurisdiction over the telephone industry is divided be-
tween the FCC and th'e State commissions. The FCC regulates inter-
state message toll calls, commonly referred to as long Distance calls.
The State commissions regulate intrastate message toll calls anld local
exchange calls even in instances where the boundaries of the exchange
area overlap State'lines.' i :; :

Under the rate.base concept of ratemlaking, practiced by the FCC
and the State commissions, the Bell System, through its rates charged
to the public, is entitled to earn a reasonable return on its plant in-
vested in common carrier serbice and to recoup its expenses reasonably
incurred in furnishing such service. Since the vast bulk of Bell Sys-
tem plant and expenses are used in furnishing both interstate and
intrastate telephone service, such plant and expenses must be allocated
or: separated ;between- the %interstate. and intrastate uses for purposes
of ratemaking by -the FCC and the several State commissions.

.The procedures employed in the division of these joint telephone
costs 'are. commonly :referred to: as "separations procedures." Inher-
entl.y, these procedures are highly technical and involve judgment fac-
tors' i: whichi there is no absolute correctness or incorrectness. How-
ever,'it !is essentikal! t6 the public interest that procedures for separat-
ingi such plantaid iexpenses be fair and equitable so that no unreason-.
abi! b'urden will be placedon either interstate or intrastate telephone
rates.

Over the years, the FCC and the State commissions have cooperated
in separations procedures with varying degrees of success. Neverthe-
less, there is a definite need to establish a procedure whereby both
Federal;iihd State representatives can participate jointly considering
separation issues as provided inm H.R. 7048.

- ' ' P: PovISIowss OF TI-E BIr,L

;H..R. 7048 8would add a: new Subsection (c) to Section 410 of the
communications;Act'of,1934 to ,require the FCC to refer to a Federal-

tat'joi'nt board' for ;recdom ?decision any pl-ocedg ingistituted'
_ 1 tQ r ..~aA$ n--A _ no_~_ti fre o poeR.Qp'..r'.ilemaLking regardinig the:
r+sd'cti.oQpal.. sep._r. _ti.on:of. _cmmon..c.arlier property and expenses'

be.weeninterstate and intrastate operations. Also, the FCC'fmairefer
t6 the.; bard fordr'r imne nd -d'e dii~i 'iiin other matter relating to
common carrier.commnunications of joint Federal-State concern.
' The joint' boa'dd'vwld: have seven members: three FCC'commis-

sioners selected by the Commission, and four State commissioners
noiriin'ated by the'National AsSociation of Regulatory Utility Com-

. . i , . t
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missioners (NARUC) and approved by (lle FCC. The Chairmanlll of
the FCC or a member thereof would be chairman of any joint board.

hEenil' the' FCC considers a recoimmended decision of a Joint board,
it' miist allow the State members of the board to sit with the Commis-
sion 'fori' oral arguments and deliberations. I-Iowever, the State: board
merhbei': wivould not vote on the final decision.

As in Section_41l.(_a)..of the Act, Section 410(c) proposed by:.H.R.
76Th provides .that the.j'oint board's-decision is the equivalent of an
examiner's opinion in that it would "... prepare'a recommended
decisi.gn ior primp~ review,_iand acflib''tlih-C6oiissi6i."

LEGISLATIVIw HISTO()Y

H.R. 7048 is similar to H.R. 12150 of the Ninety-first Conaress which
proposed the creati of a seven me i' omposed of four
FCCC Commissioners designated by the FCC and three State Commis-
sioners nominated by the NARUC and appointed by the FCC. H.R.
12150''propose'd that the Board would have sole administrative au-
thority under the Communications Act of 1934 to prescribe uniform
procedures for separating common carrier plant and expenses between
interstate' and intrastate operations. !

The Subcommittee on Communications and Power held hearings on
February 24 and 25, 1970, on H.R. 12150 with the NARUC testifying
in support and the FCC testifying in opposition to the bill. The FCC
contended that the H.R. 12150 joint board would impair its ultimate
decision iaking authority in deciding separations issues.

I-Iowever, the FCC, by letter of March 17, 1970, to the NARUC,
sugzgested-that pending jurisdictional separations proposals be. con-
sicdered by a Federal-State joint board. Tile Subcommittee thereupon
suspended further consideration of the legislation to await the out-
come of the joint board procedures. The FCC on May 20,1970, adopted
a notice of proposed rulemaking and order convening the joint board.

_T~a~,joint board operated unlder procedu res almost identical to those
h .i-.:'[e, made,:'manda'tory'r bys;''I.RI 7Q'48; Thus, the board con-

sisted' of three FCC commissioners and four State commissioners
nominated by NARUC, with the Chairman of the FCC serving as the
chairman of the j oint board.

On.'August 6,..1970, the joint board convened, and a week later it
recommended proposed rule changesA toQta CC. Shortly thereafter,
~t~_s_'mmlssion .issucr-a-ur - rnotice of proposed rule'ma-l.lig;',ql:

f''fr,,-Fents feom --iter'e ip`art i,'l s on the proposal-the so-
cale.cLOzarp lhL of t le ioOnj .6bord Ouctobef 98, 197Q, the Conm-

nuissiLadplptdc. a. report..and...order-wvhiell adopted the recommienda-
tionsafthj..join.t board on jurisdictional.separations. The revised pro-
cedure resulted in an additional shift of approxiiffiately $126 million in
revenue, requirements from intrastate to interstate operations.

During these proceedings, the FCC and the NARUC reached agree-
ment on legislation w _vhicl ulvddrite into lav the procedures then
:-in.ifollowve. TI legislation was introdiiced by Er.' Rooney of
Pennsylvain-a in the Ninety-Second Congress as H.R. 7048, the legis-
lation herein reported by your committee.

it. Rept. 92-429
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HEARINGS

' Yo6l'cmriittee, aictilingthl;oughl Its Subcommittee on Commuiica-
ti'6iis''aiid''Pb;0r, ' held liearings bn II.R.. 7048 on June 28, 1971. 'At';
tho-se'hlariinh the ''Chairmanl of the I'CC and the Presidont'of
NARUC: t'stfi'ed hiii'fidr.o'f flie"bill. Nd one qappeared in o01positioll
to i . i

. ~I I~ · 'COST

i:.,e6nbers of iState coifimissiblis vwho are appointed to a joint boa;id
established nridei' It he6 lislati6n 'would ziot receive any pay or fecs,
or be reimbursed for expenses, or receive any other recompense from
the Federal Government. 'Consequentl ;I enactment of this legislation
should result in no ost to.the Federal Government.
i j:li.',' .. -~, tIS,(t!. 0 . :. - ,,. ' , ;, !.' ': : i i'... ..IiiiI.· , : . - ~.

* ,:Youi eoinmrnittee believes ith :,legrislatmioi hereim reported serves: the
public interest aiid should be pas'sed by the House. . . ..
:.: i .. , ':.I j . .· .. ' .· .- ... .

* -CIrATxOEs'i IN'E&I5TI~itAd lx.iT 'N[ nbE.i TiIP 13BILL, AS R1EmoinTl.

: IIn compliane v with'clause 3 of rule XIJII of the Rules of the Holise
of iRepresenitatiies, chainges iii'.eisting law made by the bill, as 'rc
pofted, ai/ie oshbwh as follows (new matter is printed in italics, existingl
-law iii:w hich ioichlaige is proposed is shown in roman) '

*1'. - *, S - ' . ,, , ..

*SECTION 410 0OF THE: COMMUNICATIONS ACT OF 19;34 i
,! !:; .; . .-: ''.,:!: ,' . .". . .*

(f * 0, : . .* * ,

TITS JEVrPRQE4PtrnL AND AD]IN-ISTRATIVE Pr'ovisIoNs

* * i * * * O

* ! UE OF J;OIr x B, OAR6S-COOPERA.TI)N. WVTII STATE COMMBIISSIONS

SEC.. 410. (a) Except. as provided in section 409, the Commission
may refer any matter arising in the administration of this Act to a
joint, board to be composed of a member, orl of an equal number of
members, as .determined.bythee Commission, from each of the States
in vh. ich th6e,,ire or, radio 'communication affected by or involved in
the proceeding takes place'or is proposed. For purposes of acting upon
such nmatter anysuch .board shall have. all the jurisdiction and powers
conferred.by law upon-an examiner provided for in section 11 of the
Administrative! Procedure- Act,. designated by the Commission, and

~ Tshall';be:sti'----'sllaj~dlties.$..!MI ob.lgations. The action of a
joint board shallhave such :force and effect and its proceedings shall
be conducted in:sslch nianner: as the Commission shall by regulations
prescribe. Thejoint board ;member -or members for each State shall
be nominated'by the. Sfate commission of the State or by the Gover-
nor .if there is no :State commission' and appointed by the Federal
Communications Commission. The Commission shall liave discretion

H. Rept. 02-429
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to reject any nonlillee. Joint board nmeibers shall ,c-ceive suchl allow-
antes for expenses as the Commission shall provide.

(b) The Commission may confer with any State (ommnlission having
regulatory jurisdiction with respect to carriers, regardling the relation-
ship between rate structures, accounts, charges, practices, classifica-
tions, and regulations of carriers subject to the jurisdiction of such
State commission and of the Commission ; and the Comillission is
authorized under such rules anld regulations as it shall prescribe to hold
joint hearings with any State commission in collnection with any
matter with respect to which the Commission is authorized to act. The
Commission is authorized in the administration of this Act to avail
itself of such cooperation, services, records, and facilities as may be
afforded by any State commission.

(c) The Comm;issionl shall refer any proceeding regarding the
jurisdictional separation of co'mo12on carrier property and expenses
between interstate and hLtrastate operations, wh.ich it institutes pur-

suant t, o a (o7-ic:E7proposed rulemaking and, except as provide din-
section 409 of this Act, al refer (.tsy.Qth.er uatter, relating to con7-
non, carrier commu'nl cations of joint Federal-State concern, to a
Federal-State Joint Board. The Joi7nt Board shall possess the same

risditionuties and obligations as a 'jao2tt board estab-
1,ishe ?nder subsect1wn (a) of thissectio72knl?! . shall prep)arce a recoin-
n~mendd. decisionf Z ?or2amp.L.xeviea.azod.. action by the Comr ission.
In addition, the State menmbers of the Joint Board shall sit with the
Commnission en bane at any oral argument that may be schedutled iln
the proceeding. The Comnmissiovn s all s o th.e State te1nbers
of the Joint Board an opportunity to participate in its deliberations.
but not vote, when it has ulnder consideration the recomnzmended deci-
s2on of the Joint Board or any further decisionra action that may be
required in the proceeding. The Joint Board shall he co7zposed of
three Coimminssioners of the Comnzission and of four State comznnis-
sio-ners nominqated by the national orqanizationo0 the State com-
missions, as referred to in sections Oa0(b) and 205(f) of the Interstate
Comm7nerce Act, and approved by the Comnni.ssion. T'he Chairvman of
the Commissio, or another Co7mmissioae r. des;gnated by the Coin-
mission, shall serve a3 i 7 airman of the Joint Board.

* * * , * a
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